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The Alternative Internediate Service-Mental Retardation (Al S-M)
Rei mbursement Manual is used by agency staff and participating pro
of‘the Medicaid Program  This nmanual contains 157 pages.

Part | explains the general policies and guidelines for participat
an AIS-MR provider. Part Il describes the conditions, requirenent
procedures for reinbursenment. Part IIl is the instructions for
conpletion of the Annual Cost Report.
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SECTI ON 100 - | NTRCDUCTI ON

100.

| NTRODUCTI ON:

The GCeneral Policies and Quidelines and Principles of
Rei mbur sement set forth in this nmanual specify the
condi tions, requirements, limtations and nethod of
rei nbursement for AlIS-MR services to Title XIX (Medicaid)

recipients.

The Principles of Reinbursement which follow include
provisions which specify the allowable costs to be
recognized in determning reinmbursenent for  covered
services rendered to program eligible individuals. These
principles are supplenented by Title XVIII  (Medicare)
Principles of Reinbursement with regard to limtations on
costs for those areas or issues which are not specifically

set forth in this manual
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SECTION 101 - SCOPE OF SERVI CES

101. SCOPE OF SERVI CES:
The "Alternative Internediate Services-Mntal Retardation

Services Mnual", 1issued by the Departnent for Medicaid

Services (DWVB), specifies the scope and certain [imtations

wth respect to reinbursable AIS-MR Services.

, Page 101.01
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SECTI ON 102 - REQUI REMENTS AND LI M TATI ONS OF PARTI Cl PATI ON

102. REQUI REMENTS AND LI M TATI ONS OF PARTI Cl PATI ON:

If a provider elects to participate in the A S/MR Program
the allowable cost, of all services provided in accordance

with the requirements specified by the "Aternative

Internedi ate Services-Mental Retardation Services Mnual "

i ssued by the Department for Medicaid Services shall be

included as a reinbursable cost of the participating AlS-M

provi der and rei mbursed up to the maxi num established by

DIVS.
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SECTI ON 103 - BILLABLE UNITS OF SERVI CE

103. The Cabinet's net hods of r ei mbur senent shal | utilize

billable units of service, payment rates and annual cost

reports.

A billable unit of service shall be based on either the
direct professional time spent in face-to-face contact with
a client while rendering a service, or the direct
professional tinme associated with the provision of certain
other services to or on behalf of a client(s). Pl ease
refer to Page 103.04 of this Section for a list of the
prescribed units of service associated with each type of

billable service.

Unit of Service Definitions

1 dient Day A day shall begin at mdnight and end
twenty-four (24) hours later. A part
day of service shall count as a full
day.

1 dient Hour A client hour shall start when a face-
to-face contact starts and shall end
sixty (60) mnutes later for the

initial unit. Beyond the initial unit,

less than thirty (30) m nutes shall be
rounded down; thirty (30) mnutes or:
greater shall be rounded- up.

Exanple:  Actual tine 1 hour, 20 mnutes =1
hour for statistics.

Page 103.01
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SECTI ON 103 - BILLABLE UNITS OF SERVI CE

1/4 Cdient Hour A quarter client hour shall start when a
face-to-face contact starts. For those
services where a unit of service is
fifteen (15) mnutes, the tinme my be
rounded up or down. An initial unit of
service less than fifteen (15) m nutes
may be billed as one (1) unit.  Beyond
the initial unit, service time less
than 1/2 of the unit shall be rounded
down; service tinme which is equal to or
greater than 1/2 of the unit shall be
rounded up.

Exanple: 20 minutes equals one (1) unit.
25 mnutes equals two (2) units.

Mont hly Case Managenment Providers shall be
eligible to bill for Case Mnagenent
(nmonthly)  for apy calendar nonth in
whi ch t he client receives case
managenent (nonthly) for nore than 1/2
of the nonth.

| nt ake & Eval uation An intake and evaluat Berlod for
client shall a S|ngle
unit of serV|ce Case managenent

i ntake services shall be billed for the
initial evaluation of the client and
for residential clients includes the

first fourteen (14) days of core stay.
For the first fourteen (14) days of the

client's core stay or act uaI core st %g
if less, the client shall

eligible for Case Managenent (nDntth)
servi ces.
Cost per unit of service shall be determ ned by dividing

the fully allocated cost for a direct service cost center

by its units of service. Wth the exception of Case
Managenment Services, direct service cost centers and their-

units of service correspond to billable services as set

forth in the "Aternative Internediate Services-Mnta

Ret ardation Services Mnual."
Page 103. 02
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SECTI ON 103 - BILLABLE UNITS OF SERVI CE

For cost reporting purposes, only those costs relating to
t he Professional conponent of the initial evaluation shal
be included in the Case Managenent (I ntake Eval uation) cost
center on the cost report. Units of service shall be the
nunber of individuals for whom an initial (i ntake)

eval uation is perforned.

The Case Managenent (Core Cost) cost center shall include
all residential (excluding room and board costs) costs
incurred during weither the Initial Evaluation period,
during any continuing stay in the core prior to initial
pl acement or any transition period stay in the core
resi dence. The unit of service shall be counted as client
days. The day of arrival at the core shall be counted as a
client day and the day of departure shall not be counted

unless it was also the day of arrival

The Case Managenent (Monthly Evaluation) cost center shal

include those costs related to nonthly (ongoing) Case
Management . Units of service for cost report purposes
shall be the sane as billable units of services as defined
in t he "Alternative I nternediate Servi ces- Ment al

Ret ardati on Services Munual ."

Page 103.03
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SECTI ON 103 - BILLABLE UNITS OF SERVI CE

STANDARD BASES FOR REPORTING UNI TS OF SERVI CE

TYPE OF SERVI CE
Al S MR

Case Managenment (Intake-Evaluation) 1 Cient

Case Managenent (Core Cost)

Case Management (Monthly)

Residential Care - G oup Home

Residential Care - Fam |y Home

Individual Care - Staffed Residence

I n- Hone Trai ning

Homenaker - Home Health Aide

Personal Care

Day Habilitation

Adult Day Habilitation (ADH) - Supported
Enpl oynent

Adult Day Habilitation (ADH) - Prevocational
Servi ces

Respite - Hourly

Respite - Daily

Habilitation - Speech

Habilitation - Cccupational Therapy

Habilitation - Physical Therapy

Habilitation - Behavior Specialist

Habilitation - Leisure Trainer

Habilitation - Psychol ogical Serv.

Habilitation - Expressive Therapy

Habilitation - Therapeutic Recreation

UNI T OF SERVI CE

Stay (Up to 14 Days)

1 Cient Day
1 Cient Mnth
1 Cient Day
1 dient Day
1 dient Day
1/4 Cient Hour
1/4 dient Hour
1/4 dient Hour
1 Cient Hour

1 dient Hour

1 dient Hour
1 dient Hour
1 dient Day
1/4 Cient Hour
174 Cient Hour
174 Cient Hour
174 dient Hour
1 Cient Hour
174 Client Hour
174 Cient Hour
1/4 Cient Hour

Page 103. 04
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SECTI ON 104- DMS- Al S- MR RATE SETTI NG FOR PERI ODS AFTER 12-31-93

104. RATE SETTI NG FOR PERI ODS AFTER DECEMBER 31, 1993:

A final prospective paynent rate shall be established
effective each January 1 for each type of service on the
basis of actual reasonable allowable cost as derived from
the provider's audited annual cost report for the prior
fiscal year. |f an audited cost report is not avail abl e,

the nost recent unaudited annual cost report shall be the
basis for the final rate. I f an unaudited cost report is
used to establish rates, these rates shall be adjusted upon
audit or desk review of the cost report used in setting the

rate.

Al'l owabl e costs shall be trended to the beginning of the
rate year and indexed to the end of the rate year. The
paynent rate for each service area shall be the | ower of
the per unit rate derived fromthe provider's cost report
or the maximumrate for that service as established by the
Medi caid Program Thi s maxi mum shall be determ ned for
each direct service departnent and shall be set at 130

percent of the nedian cost per unit -of service of all

participating providers.
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SECTION 105 - UTI LI ZATI ON REVI EW

105.

UTI LI ZATI ON REVI EW

|f deenmed necessary to assure appropriate utilization,
systens of utilization review for determ ning norns and
upper linitations and acceptable deviations from standards

may be established. If established, these standards shal
be used to identify possible abuse of the paynent system
and to prospectively inform providers of the pronul gation

of limtations.

Page 105.01
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SESCTI ON 200 - | NTRODUCTI ON

200.

| NTRCDUCTI ON :

(A)

(B)

(C)

(D)

AlS-MR providers shall be reinbursed by the DVS for
providing prior approved (by the  Peer Revi ew
Organi zation and the Department) covered services
whi ch meet service definitions to eligible clients.

The principles of reinmbursement which follow establish
t he guidelines and procedures which shall be used in
determ ning reasonable allowable cost.

These principles of reinbursenent shall be applied by
the Cabinet in the paynent of clains.

The Cabinet gy furnish technical assistance to
providers in the devel opment of accounting and cost
finding procedures which shall assure them equitable

payment under all prograns.

Page 200.01
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SECTI ON 201 - COST RElI MBURSEMENT - GENERAL

201.

COST REI MBURSEMENT - GENERAL:

(A) All expenses of a provider in the production of

(B)

services shall be necessary and proper to be
consi dered reasonabl e and al | owabl e. The share of the
total provider cost that is borne by one (1) funding
source shall be related to the services furnished its
beneficiaries so that no part of their cost would need
to be borne by any other funding source.

These principles give recognition to such factors as

depreciation, interest, certain educational costs, bad

debts and cost to related organizations. Wth respect
to allowable costs, sone itens of inclusion and
excl usion are:

(1) Depreciation shall be an allowable cost. An
hi storical cost basis shall be used. Only assets
actually in use for production of services for
program beneficiaries shall be recognized. A use
al l onance may be negotiated for fully depreciated
assets. The funding of depreciation is

encouraged to provide necessary replacenent of

Page 201.01
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SECTI ON 201 - COST REI MBURSEMENT - GENERAL

(2)

(6)

assets. The Anerican Hospital Associ ation
CQui del i nes for estimating usef ul lives of
depreciable assets shall be followed. (See:

Section 206)

Interest costs shall be allowable costs, wth
certain restrictions. (See:  Section 207)

Bad debts, charity, and courtesy allowances shall
not be allowabl e costs. (See:  Section 208)

Costs incurred for research purposes shall not be
al | owabl e costs. (See:  Section 210)

Gants, gifts, and incone from endowrents shall
not be deducted from all owabl e costs unl ess they
are designated by the donor for the paynent of
specific costs. (See:  Section 211)

The value of services provided by non-paid
workers, as nenbers of an organization (including
services of nenbers of religious orders)
havi ng an agreenment with the provider to furnish

the services, shall not an allowable cost.

Page 201.02
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SECTI ON 201 - COST REI MBURSEMENT - GENERAL

(7) Discounts and allowances received on the purchase
of goods or services shall be reductions of the
cost to which they relate. (See:  Section 212)

(8) The costs associated with political contributions
shall not be allowable costs.

(9) The costs associated wth |egal fees for
unsuccessful lawsuits against the Cabinet shall
not be all owabl e costs. Legal fees relating to
lawsuits against the Cabinet shall only be
included as allowable <costs in the period in
which the suit is settled after a final decision
is rendered and the lawsuit is successful in
favor of the provider, or when otherw se agreed
to by the parties involved, or ordered by the
court.

(10) Wth the exception of costs associated with item
(9) of this section, i.e, the cost associated
with any |egal expense incurred in the normal and
routi ne adm nistration of the program shall be an
al  owabl e cost; however, the cost of l|egal fees
i ncurred for judgenents granted as a result of

unl awful pursuits shall not be allowable.
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SECTI ON 201- COST REI MBURSEMENT - GENERAL

(11) The costs for travel and associ ated expenses
out side the Commonwealth of Kentucky for purposes ~ -
of conventions, neetings, assenblies, conferences
or any related activities shall not be allowable
costs. However, costs (excluding transportation
costs) for training or educational pur poses
outside the Commonwealth of Kentucky shall be
al  owabl e costs. Even though the neetings per se
are not educat i onal, costs (excl udi ng
transportation) shall be allowable if educationa

or training conponents are included.

(12) costs of patient transportation shall be
al | owabl e.
(13) The costs of all motor  vehicles used by

managenent personnel shall be allowed up to
twenty thousand dollars ($20,000) total valuation
per vehicle. Cost exceeding this limt shall not
be al | owabl e, except when the cost is considered

as sal ary conpensation.
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SECTI ON 201 - COST RElI MBURSEMENT - GENERAL

(14)

(15)

(16)

(17)

The cost of client wages and production costs for
t hose work progranms habilitative in nature shal
be all owabl e costs; however, the cost shall be
offset by the gross revenue derived from the
sale of any items produced.

Program i ncone as defined by 45 CFR Part 74,
Subpart F, shall be deducted fromtotal allowable

costs unless alternative cost reporting treatnment

shall have been approved, in witing, by the
Cabi net .

costs relating to Lobbying shall be unall owabl e
costs.

Resi dential room and board expenses for Al S-M

clients shall not be allowable costs.

Page 201. 05
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SECTI ON 202 - APPORTI ONMENT OF ALLOWABLE COSTS

202.

APPCORTI ONVENT OF ALLOMABLE COSTS:

(A) Rei mbur sement under  Cabi net progranms involves a
determ nation of (1) each provider's allowable costs
of providing  services, and (2) the equitable
all ocation of these costs to be borne by the various
fundi ng sources. A provider's allowable costs shall
be determned in accordance with the principles of
rei mbur senment descri bed relating to reasonabl e
al | owabl e costs. The share of a provider's allowable
costs to be borne by the various funding sources shal
be determ ned in accordance with the principles Set
forth in this section, relating to the standardized
al l ocation of costs.

(B Methods shall be adopted which result in a funding
source's share of a provider's total allowable costs
being directly related to the benefits derived from
each item of cost.

(C Prescribed Cost Allocation Mthods. Each provider
shall directly identify (charge) expenses to cost

centers whenever it is practical to do so.
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SECTI ON 202 - APPORTI ONVMENT OF ALLOWMABLE COSTS

If it is not practical to directly identify expenses,
the provider shall develop allocation nethods which
shall not conflict wth the following prescribed
al l ocation met hods and which utilize auditable
statistics that bear direct relationship to the
expense which is being allocated. The follow ng
met hods of cost allocation shall be utilized when
deriving cost data for the purpose of filing the
annual cost reports required in Section 203 of this
Manual .

(1) Cost Centers: Each provider shall establish and
maintain, as a mninmum a cost accounting system
which shall identify expenses by service or
support activity and |ocation

(2) Personnel Costs (Excluding Fringe Benefits):
shall be identified for each enpl oyee based on
his professional tinme which shall be docunented
by tinme reports that reflect an after-the-fact
determination of the actual activity of each
enmpl oyee. (Estimates shall not qualify as
support for charges to services or supportive

activities.) Each enployee's
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s SECTI ON 202 - APPORTI ONMENT OF ALLOWABLE COSTS

(4)

personnel cost shall be allocated based solely on
that portion of his time which has been directly

identified to two (2) or nore service or support

activities. Indirect time, which cannot be
readily identified to service or support
activities (such as: leave or idle tinme) shall

not be included for purposes of personnel cost
al l ocations.

Fringe Benefits: shall be allocated to service or
support activities based on the allocated
Per sonnel costs of the enployees to which they
rel ate.

Facility Costs: shall be accunulated for each
locality (building) and allocated based on the
square footage utilized by service or support
activities within each |ocation. Where the sane
space may be used for multiple service or support
activities, an allocation of the space shall be
made based on tinme studies which identify the

actual direct hours of use for each service or-
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r SECTI ON 202 - APPORTI ONMENT OF ALLOMBLE COSTS

support activity. Time  studies shall be

conducted only with the prior witten approval of

t he Cabi net.
(5) dinical Support costs (i ncludi ng medi cal
records): shall be allocated at the |owest

organi zational |evel practical based on units of
service, | f conpar abl e; ot herw se, clinical
support costs shall be allocated based on the
accumul ated cost of those services which have
benefitted. Organi zation-wi de clinical support
costs shall be identified on Schedule B of the
~ Annual Cost Report and allocated based on total

accurmul ated cost in accordance wth the cost

report instructions  (see: Part 11l of this
Manual ).

(6) Adm nistrative Costs: shall be allocated at the
| onest organizational |evel practical based on
accumnul at ed cost. Organi zat i on-wi de
adm nistrative costs shall be identified on

Schedule B of the Annual cost  Report and

al |l ocated based on total accunul ated cost in
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SECTI ON 202 - APPORTI ONMENT OF ALLOWABLE COSTS

(D

accordance with the cost report instructions
(see: Part IIl of this Manual).

(7) Cient Transportation Costs: shall be identified
at the | owest organization |evel practical and
all ocated to benefitting services based on the
nunber of clients transported.

If, at anytinme prior to the start of the fourth

quarter of gny cost reporting period, a provider

wi shes to use a nethod of ~cost allocation which

differs fromthe prescribed nethods described in (O

above, they may do so only after receiving the prior

witten approval of the Cabinet. Requests for
approval shall be sent to the Director, Division of

Rei nmbur sement Qper ati ons, Depart nent for Medicaid

Servi ces. Requests for approval from Community Mental

Heal t h- Mental Retardation Centers shall be sent to the

Director, Division of Audits, Ofice of Inspector

Gener al for dissemnation to ef fected Cabi net

departnents.
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s

SECTI ON 203 - FI NANCI AL DATA AND REPORTS

203. FI NANCI AL DATA AND REPORTS

(A) General. Provi ders shal | mai ntain sufficient

(B)

(O

financial records and statistical data for proper
determ nation of costs payable by various funding
sour ces. The cost and statistical data available from
the provider's records shall be utilized to arrive at

an equitable and proper paynment for services to
beneficiaries of each funding source.

Cost Reports. For cost reporting purposes, each
provi der of services shall submt periodic reports of

its operations which cover a consecutive twelve (12)

nont h peri od. Amended cost reports to revise cost

report information which has been previously submtted
by a provider nay be permtted or required as
determ ned by the Cabinet.

Due Dates for Cost Reports. Cost reports shall be due
on or before the last day of the third nonth (90 days)

following the close of the period covered by the
report. There shall be no automatic extension of tine

for the filing of the cost report. However, providers
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SECTI ON 203 - FI NANCI AL DATA AND REPORTS

(D

may request a thirty (30) day extension of tine when
ci rcunst ances jeopardize timely filing. The
extension shall be requested in witing five (5) gays
prior to the date the cost report is due. The request

shall be addressed. to the Director, Di vi si on of

Rei mbursement  Qperati ons, Department  for  Medicaid
Servi ces. Paynents to the provider may be suspended
until an acceptable cost report is filed with the
Cabi net .

Recor dkeepi ng Requirenments for New Providers. A newy
participating provider of servi ces shal I, upon
request, make available to the Cabinet for exam nation
its fiscal and other records for the purpose of
determning the provider's ongoing recordkeeping
capability and i nformthe Cabi net of the date its
initial cost reporting period shall end. Thi s
exam nation is intended to assure that (1) the
provi der has an adequate ongoing system for furnishing
the records needed to provide accurate cost data and

other information capable of verification by qualified
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SECTI ON 203 - FI NANCI AL DATA AND REPORTS

(E)

auditors and adequate for cost reporting purposes, (2)
the provider's financial statenents shall be audited
and reported upon by a certified public accountant,
and (3) no financial arrangenents exist that shall
obstruct the intent of the Cabinet to reinburse
providers in accordance wth guidelines contained
herei n. The data and information to be exam ned
i ncl ude cost, revenue, statistical, and  other
information pertinent to reinbursenent.

Providers Wthout a Full Year's Experience. Providers
that have recently opened for business, or who have
just begun participation in one (1) or nbre prograns
and do not have twelve (12) nonths of actual
experience, shall file a projected twelve (12) nonth
cost report. This report shall consider actual costs
and wunits of service, in each specific service
department that have occurred since the opening of the
center and project costs and units of service for the
twelve (12) nonth period taking into consideration
known factors. This projected cost report shall be
reviewed to deternmine the reasonableness of the

estimate. Adjustnments shall
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SECTI ON 203 - FI NANCI AL DATA AND REPORTS

(F)

(G)

(H)

(I)

be made if necessary in light of the experience of
simlar providers.

Fi scal Year. All providers shall utilize a June 30
fiscal year end for cost reporting purposes.

Conti nui ng Provi der Recordkeepi ng Requirenents. The
provider shall furnish information to the Cabinet as
may be necessary to assure proper paynent by the
Cabinet including the extent to which there is any
common ownership or control between providers or other
or gani zat i ons.

Time Record Requirenents. Personnel costs whet her
considered direct or indirect costs, shall be based on
payrolls docunented and approved in accordance wth.
sound managenent practices and standard cost
accounting methods. Payrolls shall be supported by

time and attendance records which identify 100 percent

of each individual enployee's tine.

Access to Provider Records. The provider shall permt
t he Cabinet to exam ne records and docunents as are

necessary to ascertain information pertinent to
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the determnation of the proper anount of program

paynments due. These records shall be kept by the -~
provider for a period of not less than three (3)
years, or until audit resolution, whichever is |onger,
and shall incl ude: (1) matters of provider ownership,
or gani zation, and operation; (2) mnutes of
meetings of Board of Directors and conmttees; (3)
fiscal, patient treatnent and other records; (4)
federal income tax returns; (5) matters relating to
asset acquisition, |ease, sale or other dispositions;
(6) franchise or managenent arrangenents including
costs of parent or "hone office" operations; (7)
client service charge schedules; (8) all mtters
pertaining to cost of operation; (9) anmounts of incone
recei ved by source and purpose; and (10) the flow of
funds and working capital

(J) Suspension of Program Paynents to a Provider. If the
Cabi net determ nes that a provider does not maintain
or no longer mintains adequate records for the
determ nati on of reasonable cost under the program

paynents to the provider nmay be suspended until the

Cabi net is assured that adequate records
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are maintained. Before suspending payments to a
provider, the Cabinet shall send witten notice to the
provider of its intent to suspend paynents. Any
over paynment which may have occurred after the close of
the provider's reporting period, but prior to the
setting of a new rate as a result of the provider's
failure to nmaintain adequate records, shal |l be
recovered by the Cabinet. The notice shall explain
the basis for the Cabinet's determ nation with respect
to the provider's records and shall identify the
provider's recordkeeping deficiencies. The provider
shall be given the opportunity to submt a statenent
(including any pertinent evidence) as to why the

suspension may not be put into effect.
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204. ADEQUATE COST DATA AND COST FI NDI NG

(A) Principle. Providers shall provide adequate cost
dat a. This shall .be based on their financial and
statisti cal records which shall be capable of
verification. The cost data shall be based on the

(B)

prescribed nethods of cost finding contained in

Section 202 and, unless otherw se approved in witing

by the Cabinet, on accounting nethods which shall be

in conformity wth generally accepted accounting
principl es.

Definitions.

(1) Cost Finding. Cost finding shall be the process
of recasting the data derived from the accounts
ordinarily kept by a provider to ascertain costs
of the various types of services rendered. Cost
finding shall be the determ nation of these costs
by the allocation of direct costs and proration
of indirect costs.

(2) Accrual Basis of Accounting. Under the accrua
basi s of accounting, revenue shall be reported in
the period when it is earned regardl ess of when

it is collected, and expenses shall be reported
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in the period in which they are incurred

regardl ess of when they are paid.

(3) Prior Approval. Prior approval neans that a
provi der shall secure approval, in witing, of a
met hodol ogy  change prior to inplenentation

Ver bal approval shall not be acceptable and shall

not be considered as prior approval
(O Adequacy and Consi stency. Adequate cost information
shall be provided in sufficient detail in the
provider's records to support paynents nade for
services rendered to beneficiaries. In order to
provide the required cost data and not inpair
conparability, financial and statistical records shall
be maintained in a manner consistent from one period
to anot her. However, a proper regard for consistency
need not preclude a desirable change in accounting

procedures if there is reason to effect the change.
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205. PAYMENTS TO PROVIDERS:  SPECI AL Cl RCUMSTANCES

(A)

Prospective Rate Deternination for New Providers. |If
new y established providers do not have six (6) months
of actual cost experience on which to base the
determi nation of a prospective rate, the provider
shall file a projected twelve (12) nmonth cost report.
This report shall be evaluated to determne the
reasonabl eness of t he proj ections and a rate
determined relative to the experience of simlar
providers, maximum rates established by the Program
and other factors.

Rate Determination for a New Service. | f a provider
i npl ements a new service and does not have twelve (12)
nont hs of actual cost experience on which to determ ne
a rate, the provider may file a budgeted report for
that service, projecting costs and the number of units
of services to be provided. The scope of the service
and the projections shall be justified by appropriate
narratives and worksheets, and prior approval shal
be secured fromthe Cabinet before a newrate is set.

A prospective rate shall be determ ned on the basis of
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(O

the | ower of the approved projections or the maxi num

rate established by the Program If at the fiscal

year end, the provider does not yet have six (6)
nont hs of actual cost experience for that service, a
budgeted report shall again be filed, using actua
data if appropriate in arriving at a projection
Bankruptcy or Insolvency of Provider. |If, on the
basis of reliable evidence, the Cabinet has a valid
basis for believing that, with respect to a provider,
proceedi ngs have been or shall shortly be instituted
in a State or Federal court for purposes of
determning whether a provider is insolvent or
bankrupt under an appropriate State or Federal |aw,
any paynents to the provider shall be adjusted by the
Cabi net, notwi thstanding any oOther regulation or
programinstruction regarding the timng or manner of
the adjustnents, to a |evel necessary to insure .that

no overpaynent to the provider shall be made.
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206. DEPRECI ATION:. ALLOMNCE FOR DEPRECI ATI ON BASED ON ASSET
COSTS
(A) Principle. An appropriate allowance for depreciation
on buildings and equi prent shall be an allowabl e cost
within the limtations specified  bel ow The
depreciation shall be:

(1) identifiable and recorded in the provider's
accounting records;

(2) based on the historical cost of the asset or, in
the case of donated assets, the fair market val ue
when donat ed;

(3) prorated over the estimated useful life of the
asset using the straight-line nethod; and

(4 any acquisition or inprovenent of a depreciable
asset of at least $500 with at least a two (2)
year life shall be capitalized. Repairs and
mai nt enance to an asset shall be allowable costs
in the current accounting period, except that any
repair and maintenance of an asset for $2,500 or
an aggregate of that anmount during the reporting
year shall be capitalized over the renaining

useful [i1fe of the asset.
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- (B) Definitions.

(1) Historical Costs. Hi storical cost shall be the

(2)

(3)

cost incurred by the present owner in acquiring
t he asset. For depreciable assets acquired
after June 1, 1978, the historical cost used as
the basis for depreciation shall not exceed the
| ower of current reproduction cost adjusted for
straight-line depreciation over the life of the
asset to the time of the purchase or fair market
value at tine of acquisition.

Fair Market Val ue. Fair market val ue shall be
the price that the asset would bring by bona fide
-bargaining between well-informed buyers and
sellers at the date of acquisition. Usual |y
the fair market price is the price at which bona
fide sales have been consummated for assets of
like type, quality, and quantity in a particular
mar ket when acquired.

Current Reproduction Costs. Current reproduction

cost shall be the cost at current prices, in a
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particul ar | ocality or mar ket ar ea, of
reproducing an item of property or a group of
assets. Where depreci abl e assets are concerned,
this means the reasonable cost to Dbuild,
reproduce in kind, or in the case of equipnment or
simlar assets, to purchase in the conpetitive
mar ket .
(© Recording of Depreciation. Appropriate recording of
depreci ation shall enconpass the identification of the
depreciable assets in wuse, the asset's historica

costs, the method of depreciation, estimated usefu

life, and the asset's accunulated depreciation. In
sel ecting a proper useful life, the Anerican Hospita
Association's "Estimated useful lives of Depreciable

Hospital Assets" (1988 edition) shall be used.
(D) Depreciation Mthods. Proration of the cost of an
asset over its useful life shall be allowed on the

strai ght-1ine method.
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(E) Gains and Losses on Disposal of Assets. Gains and - -
losses realized from the disposal of depreciable
assets while a provider is participating with the
Cabinet, or within one (1) year of the tine the
provider termnates participation, shall be included
in the determnation of allowable cost. The extent to
whi ch gains and |osses shall be included shall be
calculated on the proration basis recognizing the
amount of depreciation charged under Cabinet funding
in relation to the anount of depreciation, if any,
charged or assunmed in the period prior to the
provider's participation, and in the period after the
provider's participation, if the sale takes place or
within one (1) year after termnation

(F) Basis of Assets Donated to a Provider. If an asset is
donated to a provider, the basis for depreciation of
t he asset shall be the fair market value of the asset

when donat ed.
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(G Basis of Assets Used Under the Program and Donated to

(H

(1)

a Provider. |f an asset that has been used or
depreciated under the Program is donated to a
provider, the basis of depreciation for the asset
shall be the lesser of the fair market value or the
net book value of the asset in the hands of the oOwner
| ast participating in the Program  The net book value
of the asset shall be defined as the depreciable basis
used  under the Program by the asset's [last
participating owner |ess the depreciation recognized
under the Program

Anortization of Start-Up Costs. For new service
providers or newly established satellite centers of

participating providers, proration of start-up costs

shall be over sixty (60) nonths utilizing the
straight-line nethod.

Depreci ati on of Fully Depreciated or Partially
Depreci ated Assets.

(1) Principle. Depreci ation on assets being used by
a provider when it enters into participation with

t he Cabinet shall be allowed; this applies even
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t hough these assets nmay be fully or partially - -
depreciated on the provider's books.

(2) Application. Depreciation shall be allowable on
assets being used when the provider enters into
participation with CHR This shall apply even
t hough these assets may be fully depreciated on
the provider's books or fully depreciated with
respect to other third party payors. If an
asset is being used, its useful life shall be
consi dered not to have ended, and consequently
t he asset shall be subject to depreciation based
on a revised estimate of the asset's useful life
as determ ned by the provider and approved by the
Cabi net . Correction of prior year's depreciation
to reflect revision of estimted useful life
shall be nmade in the first year of participation
| f an asset has becone fully depreciated under
CHR funding, further depreciation shall not be
appropriate or allowable, even though the asset
may Continue in use. For exanmple, if a fifty

(50) year old building is in use when the

Page 206. 06



PRI NCI PLES OF REI MBURSEMENT AIS-MR RElI MBURSEMENT MANUAL

SECTI ON 206- DEPRECI ATI ON:  ALLOMNCE FOR DEPRECI ATI ON BASED ON
ASSET CGOSTS

provider enters into participation, depreciation
shall be allowable on the building even though it
has been fully depreciated on the provider's
books. Assum ng that a reasonable estimate of
the asset's continued life is twenty (20) years
(seventy (70) years from the date of
acquisition), the provider may claim depreciation
over the next twenty (20) years - if the asset is
in use that long ~ or a total depreciation of as
much as twenty-seventieths (20/70) of the asset's
historical cost. If the asset is disposed of
before the expiration of its estimted usefu

life, the depreciation shall be adjusted to the
actual wuseful life. Li kewi se, a provider may
have fully depreciated other assets it is using
and find that it has incorrectly estimted the

useful |ives of those assets.

In these cases, the provider pmy use t he

corrected useful lives in determ ning the anmount

of depreciation, provided the corrections have

been approved by the Cabinet.
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(J)

Depreciation of Assets Financed wth Federal or

Publ i ¢ Funds.

(1)

(2)

Princi pl e. Depreciation shall be allowed on
assets financed with Federal or public funds
unl ess specifically prohibited by the funding
source's regul ations.

Applicati on. Li ke other assets (including other
donat ed depreciable assets), assets financed with
Federal or public funds shall becone a part of
the provider's plant and equipnment to be used in
rendering services. If an asset is used in the
provi sion of services for recipients of the
Cabi net, paynment for depreciation of the asset
shall be a cost of the production of those
services and shall be considered as such unless

specifically prohibited by the funding source.
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An incentive for funding of depreciation shall be
provided in these principles by the provision
that investnent inconme on funded depreciation
shall not be treated as a reduction of allowable
I nterest expense under Section 207(B)(2)c of this

manual .
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207.INTEREST EXPENSE:

(A) Principle. Necessary and proper interest as definedh ‘
on both current and capital indebtedness shall be an
al | owabl e cost.

(B) Definitions.

(1) Interest. I nterest shall be the cost incurred
for the use of borrowed funds. I nterest on
current indebtedness shall be the cost incurred
for funds borrowed for a relatively short term
This is usually for purposes as working capital
for nornal operating expenses. I nterest on
capital indebtedness shall be the cost incurred
for funds borrowed for capital purposes, such as
acquisition of facilities and equipnment, and

capital | mprovenents. Ceneral |y, | oans  for

capital purposes are long-term | oans.

(2) Necessary. Necessary requires that the interest
shal | :
a. Be incurred on a loan nade to satisfy a

financial need of the provider. Loans which
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result in excess funds orinvestnents shal

not be consi dered necessary.

b. Be incurred on a loan made for the follow ng
pur poses:
1. Represent interest on |ong-term debt

exi sting when the provider enters into
participation wth the Cabinet plus
interest on new long-term debt, the
proceeds of which are used to purchase
fixed assets relating to the provision
of services. If the debt is subject to
variabl e i nterest rates found in
"bal l oon" type financing, renegotiated

interest rates subject to tests of
r easonabl eness shall be allowable.
The form of indebtedness may include
mor t gages, bonds, not es, and
debentures when the principal is to be
repaid over a period in excess of one

(1) vyear.
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2. O her interest for working capital and
operating needs that directly relate to
providing patient care shall be an
allowable cost wth the followng
exception. Short-term interest expense
on a principal amount in excess of
paynments nade under the rate equival ent
to two (2) nonths experience based on
act ual Cabi net funding receivables,
shall be disallowed in determning
cost. The form of indebtedness may
i ncl ude notes, advances, and various
types of receivable financing.

C. Be reduced by investnment incone except where
the incone is fromgifts and grants, whether
restricted or unrestricted, and which are
hel d separate and not conm ngled w th other
f unds, or have been unconmmngled, if

necessary. This shall not nean that the
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funds shall be kept in separate bank
accounts, although this may be found to be
t he easiest nethod. | f investment incone is
derived from conbi ned or pooled funds, only

that portion of investnent incone resulting

from t he facility's assets after
uncommingling shall be considered in the
reduction of interest cost. | ncone from

funded depreciation, a provider's qualified
pensi on fund, or a f or mal deferred
conpensation plan shall not be wused to

reduce interest expense.

For purposes O' this  section, moni es
received from federal or state funding
sources shall not be considered 'gifts or
grants. Funds shal | be consi dered
sufficiently uncomm ngled when the follow ng

criteria shall be net:

L The source of the gifts and grants
shall be identified and document ed.
2. The recei pt and di sbursenent of these

funds shall be recorded in separate
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(3) Proper.

a.

(C) Borrower-Lender

(1) To be allowable,

gener al | edger accounts (distin-
gui shabl e by sources of funds).
funds in the

The bal ance of t hese

general | edger accounts shall (at all
times) Dbe reconcil abl e with t he
I nvest nent account bal ances.

Proper requires that interest shall

Be incurred at a rate not in excess of what
a prudent borrower would have had to pay in
the noney nmarket existing at the tinme the
| oan was nade.

to a |ender not

Be paid rel ated through

control or owner shi p, or per sonal

relati onship to the borrow ng organization.

However, interest shall be allowable if paid

on | oans from t he facility's
donor-restricted funds, the f unded
depreci ation accounts, or facility's
qualified pension fund.
Rel ati onshi p.
interest expense shall be

incurred on indebtedness established with
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| enders or lending organizations not related

t hr ough control, owner shi p, or per sonal
relationship to the borrower. Presence of any of
these factors my affect the "bargaining"

process that usually acconpanies the naking of a
| oan, and may thus be suggestive of an agreenent
on higher rates of interest or of unnecessary
| oans. Loans shall be nade under terns and
conditions that a prudent borrower would nake in
arms- | ength transactions W th | endi ng
institutions. Interest paid by the facility to
partners, stockholders, or related organizations
of the facility shall not be allowabl e. I'f the
owner uses his own funds in a business, the funds
shall be treated as invested funds or capital,

rat her than borrowed funds.
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(2) Exceptions to the general rule regarding interest
on loans from controlled sources of funds shall

be made in the follow ng circunstances.

|f the general fund of a provider "borrows" from
a donor-restricted fund and pays interest to the
restricted fund, this interest expense shall be
an al |l owabl e cost. The sane treatnment shall be
accorded interest paid by the general fund on
noney "borrowed" from the funded depreciation
account of the provider or fromthe provider's

qualified pension fund.

(3) |If funded depreciation is used for purposes other

t han i nprovenents, replacenent, or
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(D)

expansion of facilities or equipnment related to
patient care, allowable interest expense shall be
reduced to adjust for offsets not made in prior
years for earnings on funded depreciation. A
simlar treatnment shall be accorded deposits in
the provider's qualified pension fund if the
deposits are used for other than the purpose of

which the fund was established.

Loans Not Reasonably Related to Patient Care. Loans
made to finance that portion of the cost of
acquisition of a facility that exceed historical cost
as determ ned under Section 206(B) of this manual or
the cost basis as determ ned under Section 206(G of
this manual shall not be considered to be for a

purpose reasonably related to patient care.

Page 207'. 08



PRI NCI PLES OF REI MBURSEMENT AIS-MR REI MBURSEMENT MANUAL

8 SECTI ON 208 - BAD DEBTS, CHARITY AND COURTESY ALLOWANCES
208. BAD DEBTS, CHARI TY AND COURTESY ALLOWANCES:

(A Principle. Bad  debts, charity, and courtesy
al | onances are deductions from revenue and shall not
be included in allowable cost.

(B) Definitions.

(1) Bad Debts. Bad debts shall be ampbunts consi dered
to be uncollectible from accounts and notes
receivable which were <created or acquired in
provi di ng services.

(2) Charity Al owances. Charity all owances shall be
reductions in charges nade by the provider of

services because of the indigence or nedica
indigence of the patient.

(3) Courtesy Allowances. Courtesy allowances shal
be reductions in charges to physicians, clergy,
menbers of religious orders and others for
services received from the provider as approved
by the policies of the governing body of the
provi der. Enpl oyee fringe benefits, such as
hospitalization and personnel health prograns,

shall not be considered to be courtesy allowances.
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209.

| NDI RECT ADM NI STRATI VE COSTS:

(A

Definitions. ‘The followi ng definitions shall apply

§

unl ess the specific context dictates otherw se.

(1)

(2)

(3)

"Direct Costs" neans those costs that can be
identified specifically with and charged in whole
or in part to a particular project, service,
program or activity of an organization

"Indirect Costs" means those costs of an
or gani zati on whi ch are not specifically
identifiable with a particular project, service,
program or activity  but nevert hel ess are
necessary to the general operation of t he
organi zation and the conduct of the activities it

performns.

"Adm ni strative Activities" means t hose
activities perforned by an organization in the
devel opment and inplenentation of policy and the
managenent of the organization necessary to

fulfill the functions and obligations of the
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or gani zati on. These activities generally include
agency and personnel managenent, accounti ng,
auditing, and |egal services.

(4) "Service Activities" means those activities
carried out by an organization which are integral
and necessary to the production or delivery of
specific products or services.

(5) "Indirect Admi nistrative Costs" neans those costs
for admnistrative activities of an organi zation
which are not specifically identifiable with a
particul ar project, service, programor activity.

(6) "Cost Al | ocation Pl an" means ' the witten
description of processes for identification,
accumul ation, and distribution of costs together
wth the allocation nethods used.

(B) Indirect Admnistrative Cost Limtation in Contracts.

(1) The Cabinet for Human Resources shall limt

payment to AIS-MR providers for indirect
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admnistrative cost to no nore than ten (10)
percent of any provider agreenent or contract
total. For the purpose of this Section, provider
agreenent and contract total neans total actual,
al | owabl e expenses reinbursable by the Cabinet.

(2) If offering a contract for bid or negotiation,
the AIS-MR provider shall clearly indicate that
it shall limt its reinbursement of indirect
adm nistrative cost to no nore than ten (10)
percent of the total actual allowable expenses.
If total indirect admnistrative cost exceeds the
limt, the additional expense shall be the

responsibility of the provider and not the
Commonweal t h.

(3) If nore restrictive contract provisions or
federal or state laws or regulations apply to
particular contract, the |laws, regulations, or
contract provisions shall prevail with respect to

[imtations of indirect admnistrative cost.
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(4)

If an audit results in a finding that the
indirect admnistrative cost linmitations have
been exceeded for the period of performance under
the contract or provider agreenent, paynent nade
by the Cabinet to the provider in consideration
of the cost shall be subject to recovery fromthe

provi der by the Cabinet.

(C Docunentation Requirenments for Costs.

(L)

(2)

(3)

Al'l direct or allocable direct charges shall be
docunented by appropriate source documents to
support the direct charging of the expense.

The provider shall docunent the nmethod used to
allocate direct or indirect costs.

Reports of audits perfornmed to neet federal or
state requirenments and which shall be conducted
by i ndependent public auditors, Cabinet auditors,
or the State Auditor, shall contain a statenent
as to the conpliance of the provider with the

cost limtations.
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(D) Subcontracts. If the primary contractor subcontracts
W th any non-state governnent agency or organization
or individual pursuant to or relating to its contract
or provider agreenent with the Cabinet, the indirect
admnistrative cost of the primary contractor shall
not exceed ten (10) percent of the total actual
al | owabl e expenses reinbursed by the Cabi net excluding
t hese subcontract ed costs. The I ndi rect
adm nistrative cost of the subcontractor shall not
exceed ten (10) percent of the total actual allowable
expenses reinbursed by the primary contractor to the
subcontract or. Exceptions to the division of indirect
adm ni strative cost between the primary contractor and
the subcontractor shall be subject to case-by-case
negotiation between the Cabinet and the prinmary
contractor. In these cases, Wwhere an exception to the
limts may be deened reasonable and justifiable, the

negotiated limts together with the reasons for the

exception shall be expressed in the terns and
conditions of the resulting contract. No conbi ned
i ndi rect admi ni strative costs of t he primary
contractor and subcontractor(s) shall in the aggregate

exceed ten (10) percent of the total actual allowable

expenses reinbursed by the Cabinet.
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SECTI ON 210 - RESEARCH COSTS

210. RESEARCH COSTS:

(A) Principle. Costs incurred for research purposes, over
and above usual patient care, shall not be includable
as all owabl e costs.

(B) Exception. | f research is conducted in conjunction
with and as part of patient services, the costs of
usual patient services shall be allowable to the
extent that these costs are not net by funds provided
for the research. Under this principle; studies,
anal yses, surveys, and related activities to serve the
provider's admnistrative and program needs shall be

i ncluded as all owabl e costs.
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SECTION 211 - GRANTS, G FTS, AND | NCOVE FROM ENDOMVENTS

211. GRANTS, G FTS, AND I NCOVE FROM ENDOAVENTS:

(A) Principle. Unrestricted grants,

gifts, and incone

from endowrents shall not be deducted from operating

costs in conputing reinbursable cost. Gants, gifts

or endowrent income designated by a donor for paying

specific operating costs shall be

deducted from the

particul ar operating cost or group of costs. Unearned

i ncome shall not be deducted in the year that it is

received and not earned, but shall
year that it is earned.

(B) Definitions.

be deducted in the

(1) Unrestricted G ants, Gfts, | ncone from

Endowrent s. Unrestricted grants, gifts, and

income from endownents shall

ot herw se, given to a

restriction by the donor as to

be funds, cash or

provi der Wi t hout

their use.

(2) Designated or Restricted Gants, Gfts and Incone

From Endownrents. Designated or restricted

grants, gifts and inconme from endowrents shall be

funds, cash or otherw se, Wwhich shall be used

only for the specific purpose designated by the
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SECTI ON 211 - GRANTS, G FTS, AND | NCOVE FROM ENDOWVENTS

(C)

donor. This shall not refer to unrestricted
grants, gifts, or incone from endowrents which
have been restricted for a specific purpose by

the provider.

Appl i cati on.

(1) Unrestricted funds, cash or in-kind contributions

shall be considered the property of the provider
to be used in any manner its managenent deens
appropriate and shall not be deducted from

operating costs.

(2) Donor-restricted funds which are designated for

paying certain operating expenses shall apply and
serve to reduce these costs or groups of costs
and benefit all patients who use the services

covered by the donation.
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SECTI ON 212 - PURCHASE DI SCOUNTS AND ALLOWANCES
AND REFUNDS OF EXPENSE

212. PURCHASE DI SCOUNTS AND ALLOMNCES, AND REFUNDS OF EXPENSE

(A) Principle. Discounts and allowances received on
purchases of goods or services shall be reductions of
the costs to.which they relate. Simlarly, refunds of
previous expense paynments shall be reductions of the
rel ated expense. Reductions to cost shall be nmade in
the same year the discount, allowance or refund is
recei ved.

(B) Definitions.
(1) Discounts. Di scounts, in general, shal |l be

reductions granted for the settlement of debts.

(2) Allowances. Al l owances shall be deductions
granted for danmage, del ay, short age,
i nperfection, or ot her causes, excl udi ng

di scounts and returns.

(3)  Refunds. Refunds shall be amounts paid back or

credits allowed because of over collections.

Page 212.01

[



PRI NCI PLES OF REI MBURSEMENT

AIS-MR RElI MBURSEMENT MANUAL

SECTI ON 213 - COST TO RELATED ORGANI ZATI ONS

213. COST TO RELATED ORGANI ZATI ONS

(A)

(B)

Pri nci pl e. Costs applicable to services, facilities,

and suppl i es furnished to t he provi der by
organi zations related to the provider by comon
ownership or control shall be included in the
al l owabl e cost of the provider at the cost to the
rel ated organization. However, the cost shall not
exceed the price of conparable services, facilities,

or supplies that may be purchased elsewhere by a

prudent and cost-conscious buyer.

Definitions.

(1) Related to Provider. Rel ated to the provider
shall nmean that the provider to a significant
extent is associated or affiliated with, has
control of, or is controlled by the organization
furnishing the services, facilities, or supplies.

(2) Common  Owner shi p. A relationship shall be
considered to exist when an individual or
i ndi vi dual s possess five (5) percent or nore of

the ownership or equity in the facility and the
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(O

facility and the institution or organization
serving the provider.

(3) Control. Control shall exist when an individua
or an organization has the power, directly or
indirectly, to significantly influence or direct
the actions or policies of an organization or
institution.

Exception. An exception may be provided to this

general principle if the provider denonstrates by

convi nci ng evidence to the satisfaction of the
Cabi net : that the supplying organization is a bona
fide separate organi zation; that fifty-one (51)

percent or nore of the supplier's business activity of

the type carried on with the provider is transacted

with persons and organi zations other than the provider
and its related organizations; that there is an open,
conpetitive  market for the type of servi ces,
facilities, or supplies furnished by the supplier

that the services, facilities, or supplies are those
whi ch commonly are obtained by organizations such as
the provider fromother organizations and are not a

basic el enent of patient care ordinarily furnished
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SECTI ON 213 - COST TO RELATED ORGANI ZATI ONS

directly to patients by the providers; and that the
charge to the provider is in line wth the charge for
these services, facilities, or supplies in the open
market and not nore than the charge made under
conpar abl e circunstances to others by the organization
for these services, facilities, or supplies. In these
cases, the charge by the supplier to the provider for
t hese services, facilities, or supplies shall be

al | owabl e as cost.
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SECTI ON 214 - REASONABLE COST OF PURCHASED SERVI CES

214. REASONABLE COST OF PURCHASED SERVI CES:
(A) Principle. The reasonable cost of purchased
adm nistrative services furnished under arrangenents
shall be an allowable cost, provided the services
performed are necessary.
(B) Definitions.

(1) Reasonabl eness. Reasonabl eness  shall require
that the cost of the services:

a. be an anpbunt that would ordinarily be paid
for conpar abl e services by conparable
providers; and

b. be pertinent to the operation and sound
conduct of the provider.

(2) Necessary. Necessary shall require that the
function be pertinent to the operation and sound
conduct of the provider.

(© Application. (19 The Cabinet may establish criteria
for use in determning the reasonable allowable cost
of purchased services furnished by individuals under

arrangenents with a provider
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SECTI ON 214 - REASONABLE COST OF PURCHASED SERVI CES

(2)

|f services are perfornmed under arrangenents on a
full-time or regul ar part-time  basis, t he
reasonable cost of these services shall not
exceed the ampunt that would ordinarily be paid
for conparable services by conparable providers
to full-tine or regular part-tinme enpl oyees plus
a travel allowance.

| f services are performed under arrangenents on a
limted part-tine or intermttent Dbasis (less
than fifteen (15) hours per week), the reasonable
al l owabl e cost of these services shall be the
usual and customary charge for the service

prevailing in the area plus a travel allowance.

(4) Costs shall be evaluated so that the costs shal

not exceed what prudent and  cost-consci ous

managenent would pay for the given service.
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215. COST RELATED TO PATI ENT SERVI CES:

(A Principle. Al paynents to providers of ser vi(:es- -
shall be based on the reasonable allowable cost of
covered services under the prograns and related to the
treatment of Dbeneficiaries. Reasonabl e al | owabl e cost
shal |l include all necessary and proper costs incurred
in rendering the services, subject to principles which
relate to specific itenms of revenue and cost.
However, as provided in Section 217 of this manual,
paynents to providers of services shall be based on
the | esser of the reasonable allowable cost of covered
services furnished to program beneficiaries or the

customary charges to the general public for these

servi ces.
(B) Definitions.
(1) Reasonable Allowabl e Cost. Reasonabl e al | owabl e
cost of any services shall be determined in

accordance with the principles of reinbursement
establishing the method or nethods to be used and
the itens to be included. These principles

consider both direct and indirect costs of
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(C)

providers of services. The costs with respect to
i ndi vidual s covered by the program shall not be
borne by individuals not so covered, and the
costs wth respect to individuals not so covered
shall not be borne by the program
(2) Necessary and Proper Costs. Necessary and proper
costs shall be costs which are appropriate in
developing and nmaintaining the operation of
patient treatnent facilities and activities.
They shall be costs which are common and accepted
occurrences in the field of the provider's
activity.
Applicati on. The determ nation of reasonabl e
al l onabl e cost of services shall be based on cost
related to the treatnent of beneficiaries under the
program Reasonabl e al | owabl e costs, both direct and
I ndirect, shall include all necessary and proper
expenses incurred in rendering services, such as
adm ni strative costs, facility maintenance costs, and
prem um paynments for enployee health and pension

plans. However, where the provider's operating cost
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SECTI ON 215 - COST RELATED TO PATI ENT SERVI CES

include anounts not related to patient services
specifically not reinbursable under the program or
flowing fromthe provision of luxury items or services
(that is, those itens or services substantially in
excess of or nore expensive than those generally
consi dered necessary for the provision of needed
services), the anmounts shall not be allowable. The
provider pmpy require clarification of whether a
particular cost itemmy be allowable and may request
t he advi sement of the Cabinet. Upon receipt of al
pertinent data regarding the itemin question, the
Cabi net shall take the matter under consideration and
I ssue aresponse binding upon the provider and the

Cabi net.
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216. DETERM NATI ON OF COST OF SERVI CES TO BENEFI Cl ARI ES:

(A)

(B)

Principl e. Total reasonable allowable cost of
provi der shall be apportioned bet ween program
beneficiaries and other patients so that the share
borne by the program shall be based upon actual
services received by program beneficiaries. The ratio
of program covered units of service to total units of
service shall be wused to determne reinbursable
program cost for those services Dby departnment or
direct service cost center.

Definitions.

(1) Apportionnent. Apportionnment  shall mean an
allocation or distribution of allowable cost
bet ween program beneficiaries and other patients.

(2) cost. Cost refers to reasonable allowable cost
as described in Section 215 of this manual

(3) Average Departnental Cost Per Unit of Service.
Aver age Departnental cost per unit of service

shall nean the ampbunt conmputed for each specified
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SECTI ON 216 - DETERM NATION OF COST OF SERVICES TO BENEFI Cl ARI ES

departnment by dividing the total reasonabl e
al l owabl e cost for services rendered by the total
nunmber of covered wunits of service in the

accounting period.
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217. AMOUNT OF PAYMENTS WHERE CUSTOVARY CHARGES FOR SERVI CES - -

FURNI SHED ARE LESS THAN REASONABLE COSTS:

(A) Principle. Provi ders of services shall be paid the
| esser of the reasonable allowable cost (as determ ned
under these principles) of services furnished to
beneficiaries or the customary charges made by the
provider for the sane services.

Exception for Title XI X Public providers of service

rendering services free of charge or at a nom nal

charge shall be paid actual reasonable allowabl e cost
for services furnished to beneficiaries.

(B) Definitions.

(1) 'Cus:tomary Char ges. Charges shall refer to the
regular rates for various services which are
charged to both beneficiaries and other paying
patients who receive the services and who are

liable for payment for services on the basis of

char ges. Charges for services rendered to
beneficiaries shall be recorded on all bills
submtted for program reinmbursenent. |f the
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SECTION 217 - AMOUNT OF PAYMENTS WHERE CUSTOMARY CHARGES FOR
SERVI CES FURNI SHED ARE LESS THAN REASONABLE COST

provi der does not actually inpose charges in the - ..
case of nost patients liable for payment for its
services on a charge basis or fails to nmake
reasonable efforts to collect the charges,
customary  charges for services rendered to
beneficiaries shall be as follows: t he charges
as defined above and recorded on the bills
submitted for program rei mbursenent, reduced in
proportion to the ratio of the aggregate anount
actually collected to the anounts that woul d have
been realized had charges been consistent with
the charges as defined above and paid by or on
-behal f of all patients |iable for paynent on a
charge basis.

(2) Reasonable Allowable cost. For purposes of
conparison with customary charges, the reasonable
al | owabl e cost  of servi ces furnished to
beneficiaries shall be the total possible annual
paynent based on established prospective rates

before consideration of incone.

(3) Public Provider. A public provider is any
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SECTI ON 217 - AMOUNT OF PAYMENTS WHERE CUSTOVARY CHARGES FOR

SERVI CES FURNI SHED ARE LESS THAN REASONABLE COST

(C)

provi der operated by a Federal, State, county,
city or other local gover nnent al agency or
instrunmentality.

('4) Nominal Charges. A public provider's charges
shall be considered nom nal when the aggregate
customary charges are |ess than one-half of the
reasonabl e cost of services or itens represented
by the charges.

Aggregation of Charges. On an aggregate basis,

paynments to a provider for covered services rendered

beneficiaries under the program shall not exceed the
customary charges nade by the provider to the general
public for the same  services. The principle
established shall be applied after the provider's
charges and costs have been determ ned in accordance
with the requirements set forth in these principles
and shall have excluded costs and charges with respect

to non-covered provider services.
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218. LI M TATIONS ON ALLOMBLE COSTS:

(A) Principle. In the determnation of the provider'

reasonabl e allowable cost, costs determned to be in
excess of those necessary in the efficient delivery of
covered services shall be excluded. These limtations
may be nade with respect to covered services, direct
or indirect total costs, costs of specific itens or
services, or groups of itens or services. These
limts shall be applied prospectively when practical

(B) Application. In determning the limts to be applied,
providers or their costs may be classified by factors
consi dered appropriate and practical

(c) Data. In establishing limts, determnation of the
costs necessary for efficient delivery of covered
services shall be based on cost report, utilization
review data, or other data providing indicators of

current reasonable costs.
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NOTICE OF LIMTS TO BE APPLIED. Prior to the onset of
a cost period to which a limt shall be applied, the
provi der shall be notified of the limts to be applied
to an identified cost and class of provider services.
The following shall constitute notice of initia
limtations to becone effective W th t he
i mpl ement ation of the program
(1) Reasonabl e Conpensat i on. | f pr of essi ona
services are rendered by full-time and regular
part-time  enpl oyees of the  provider, t he
reasonable allowable cost of conpensation of
t hose enployees shall not exceed the usual and
customary conpensation of enployees performng
simlar services. Conpensation includes salary,
perquisites not routinely provided to other
enpl oyees of t he center, and  mai ntenance
provisions, whether in the formof cash paynents

or the fair value of in-kind benefits.
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SECTI ON 218 - LI M TATI ONS ON ALLOMBLE COSTS

(2)

Limtations Defined in Oher Sections of This
Manual . In the determnation of the provider's
reasonabl e al | owabl e costs t he [imtations

defined in other sections of this nmnanual shal

applicabl e.

Page 218. 03



PRI NCI PLES OF RElI MBURSEMENT Al S- MR REI MBURSEMENT MANUAL

SECTI ON 219 - PROVI DER RElI MBURSEMENT REVI EW6 AND APPEALS

219. PROVI DER REI MBURSEMENT REVI EM6 AND APPEALS

Participating providers shall be provided the follow ng

mechani sm for a review of pDMS's decisions relating to the

application of the policies and procedures governing the

Al S-MR paynent system

(A) A provider may request a review of any aspect of the
paynment system affecting reinbursement by witing to
the Director, Division of Reinbursement Operations
DIVS. If the issue to be reviewed relates to the cost
report, this request shall be received within
forty-five (45) days following transmttal of the
final audited cost report to the provider; and shal
indicate which adjustments the provider w shes to
appeal . A bl anket request to appeal the cost report
shall not be accepted. Upon recei pt of the request
for review the Director, D vision of Reinbursenent

Qperations, shall determne the need for a Departnent
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and provider conference and shall contact the provider
to arrange a conference if needed. The conference, if
needed, shall be held wthin sixty (60) days of the
request for review unless delayed due to extenuating
ci rcumst ances. Regardl ess of the Departnent's
deci si on, t he provi der shall be af f orded t he
opportunity for a conference if desired for a full
expl anati on of t he factors i nvol ved and the
Departnent's deci si on. The Director of the Division
of Rei nbursenent Qperations shall notify the provider
of the Departnent's decision within twenty (20) days
of receipt of the request for review or the date of
the Department and provider conference, except that
additional tine may be taken as necessary to secure
i nformation or clarification pertinent to t he
resolution of the issue.

(B) If the Departnent's decision is unsatisfactory, the
provi der my then  appeal the question to a

Rei mbur sement Revi ew Panel established by the
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Comm ssi oner of the Departnent for Medicaid Services.

This Panel shall include one (1) nenber of the
Di vi sion of Reinbursenent Operations (DMS); one (1)

menber  of the  provider organi zati on of their
selection; and a nenber of the Division of Program
Devel opmrent  and Budget (DVB). The  Conmi ssi oner,

Department for Medicaid Services, shall designate a
menber to serve as chairperson.

The request for review by the Reinbursenent Review
Panel shall be sent to the Director, Division of

Rei nbursement  Qperati ons, DIVS, and be postmarked
within thirty (30) days follow ng the notification of

the initial decision by the Director. The neeting
date for the Reinbursement, Review Panel to consider
the question shall be scheduled within twenty (20)
days after receipt of a request for the appeal. The
question shall be heard by the Panel and a deci sion,

reached by vote of all Panel nenbers, shall be

rendered and issued within thirty (30) days, except
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SECTI ON 219 - PROVI DER REI MBURSEMENT REVI EW6 AND APPEALS

that additional tinme nmay be taken as necessary to
secure information or clarification pertinent to the =
resolution of the issue. The decision shall be
bi nding on all parties. In carrying out the intent
and purpose of the program the Panel may take into
consi deration extenuating circunstances which shall be
considered in order to provide for equitable treatnent

and reinbursenent of the provider
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SECTI ON 220 - REI MBURSEMENT FOR PROFESSI ONAL SERVI CES

220. REI MBURSEMENT FOR- PROFESSI ONAL SERVI CES:

For the purposes of determning reasonable costs of

prof essional services the follow ng shall apply:

(A) Wth respect to full-tinme or regular part-time
enpl oyees, the reasonable cost of these services shall
not exceed what a prudent and cost-consci ous buyer
woul d pay for conparable services.

(B) AIS-MR Residential care providers nmay contract for
direct contact staff in famly hones. Al S- MR
Habilitation providers may contract for professional
staff. No other direct care services shall be
provided by contract by an Al S-MR provider. The
reasonable cost of those services perforned on a
full-time or regular part-tinme basis shall not exceed
the amount that would ordinarily be paid for
conparable services by conparable providers to
full-time or regular part-tinme enpl oyees plus a travel
al | owance. The reasonable cost of services perfornmed
on alimted part-tine or intermttent basis shall be
the wusual and customary charge for the service
prevailing in the area plus a travel allowance. The
reasonable cost of all purchased services shall be
determined in accordance wth the provisions of

Section 214 of this nmanual .
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| NTRODUCTI ON

| NTRODUCTI ON

These instructions are intended to guide Providers in preparing

the annual cost report.

In conpleting the schedules, the period beginning and peri od
endi ng, the provider nane, identification nunber(s), and address
shall be indicated on the cover page. Providers shall submt a
cost report prepared on the accrual basis of accounting and

ot herwi se consi st ent Wi th general ly accepted accounting

principles.
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SCHEDULE A:  UNIT COST | NFORVATI ON

301.

Schedul e A shall serve as the initial entry point for cost

information into the Annual Cost Report. The expenses

pl aced on Schedule A shall reflect the total expenses of
the provider. Cost information shall be derived fromthe
provider's accunul ation of expenses Dby general | edger
account type for each service or support activity cost
center. Each provider shall, at a mninmm devel op and
maintain at |east one (1) cost center to identify the
expenses associated with each of the service or support

activity cost centers listed on Schedule B.

In preparing Schedule A, workpapers shall be devel oped and
mai ntai ned by the provider to explain all adjustments which
are necessary to reconcile the provider's general |edger by
service or support activity cost center information with

the information that is placed on Schedule A

| nstructions:

Line # - This colum is available for the cost report

preparer to manually nunber each line of information
consecutively for as many lines of information as

shal | be necessary.
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Unit Code # - This colum shall contain the provider's unique

(Col um 1) al pha or nuneric identification for each service
or support activity cost center.

Cost Center - This colum shall contain the provider's

(Col um 2) designated title for each service or support
activity cost center.

Col utms #3-#8- Shall contain the expenses of the follow ng
specific general | edger account titles which
shal |l have been identified wwth the service or

support activity cost centers.

COLUWN #' (COST) GENERAL LEDGER ACCOUNT TI TLES

Col um #3 PERSONAL SERVI CES:

(Personnel Costs) * Sal aries
* \Wages
* Flexible Benefits-Child Care
* Fl exi bl e Benefits-Mdical Rei nbursenent
* Fl exi bl e Benefits-Health | nsurance
* F| exi bl e Benefits-Dental |nsurance
* Performance Incentive
* Recognition Award
*

Fringe Benefits

Col uim #4 FACILITY & SI TE EXPENSE
(Facility Costs) =* Telephone _
* Ceneral Liability Insurance & Fire
| nsurance
Movi ng Expense - Facilities
Bui | di ng Usage Expense
Bui | di ng Rental - External
* Uilities
* Program Of-Site Space Cost
* Mai ntenance & Janitorial Supplies
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SCHEDULE A:  UNIT COST | NFORVATI ON

COLUWN # (COsT) GENERAL LEDGER ACCOUNT TI TLES
Col um #4- Conti nued REPAI R & MAI NTENANCE:

(Facility Costs) * Bui | di ng
| NTEREST EXPENSE:

* Bui | di ng
DEPRECI ATI ON & AMORTI ZATI ON:
* Bui | di ng
Col utm #5 TRANSPORTATI ON & TRAVEL:
(Travel & * Travel Qutside Region

* Travel Qutside State
* Travel Wthin Region
Board Member & Vol unt eer

Rei mbur senent

Gas & O |

Cient Transportation

Vehi cl e License Expense

Vehi cl e Insurance Expense

Vehi cl e Rental

Vehi cl e Rental - External

M scel | aneous

REPAI R & MAI NTENANCE:

Transportation)

* F ¥ * * ¥ *

* Vehi cl es

DEPRECI ATI ON & AMORTI ZATI ON:

* Vehicles

| NTEREST EXPENSE:

* Vehicles
Col um #6 SUBCONTRACTED SERVI CES:
(Subcontract s) * Payments to Subcontractors
Col um #7 CGENERAL & OPERATI NG_EXPENDI TURES:

(Ot her Operating) * Layout, Design & Typesetting
* OFfice Supplies

* Advertising (Letters, Newspapers,
El ectronic Media, etc.)
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SCHEDULE A1  UNIT COST | NFORVATI ON

COLUWN # (COST) GENERAL LEDGER ACCOUNT TI TLE

Col um #7- Cont i nued GENERAL & OPERATI NG EXPENDI TURES:
(Ot her Qperating) Recrui ting _
Subscription & Menbershi p Dues
Li censes

Del i very Expense

Books

Advertising - Speci al

O fice Equi pment - Usage
Printing & Pronotional

Post age

Printing (forns)

Prof essi onal Meetings

Trai ni ng Expense

Qut-of -State Training Expense
Cash Over/ Short

Penal ty Charges

Bank Service Charge

Loss Due to Theft

Adm ni strative Charges

Annual Meeti ng

Annual Report

M scel | aneous

PROFESSI ONAL  SERVI CES:

%k ok % ® Sk ¥ %k ok ok X % ¥ % % ok ¥ * X * *

Legal Expense

Dat a Processing

Audit & Eval uation

M scel | aneous Public Relations
Security Services

SUBCONTRACTED SERVI CES:

* X ¥ ¥ *

* Direct Contact Staff - Fanily Homes
= Professional Staff - K
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SCHEDULE A UNI'T COST | NFORVATI ON

COLUWN # (COST) GENERAL LEDGER ACCOUNT TI TLE

Col um #7-Conti nued PROGRAM SUPPLI| ES & EXPENSES:

(O her Qperating) * Fundraising - Usage of Funds
* Dietary Supplies

Drugs

* Laboratory Expense

© Medical Supplies

Phar maceuti cal & Supplies

Educational & Craft

Recreati onal

Food - Daily Meals

Laundry Expense

Cient Personal Supplies

Cient SSI Expenses

M scel | aneous

*

* o

* % ok

* %

REPAI R & MAI NTENANCE:

* Equi pnent
* Ot her
| NTEREST EXPENSE:
* Ot her
DEPRECI ATI ON & AMORTI ZATI ON:
* Ot her
Col umn #8 | N- KI ND EXPENSE:

(In-Kind Expenses) * Services from Vol unteers
* Ot her Donated Goods & Services

Col um #9 - Sub-Total - Add the information in colum 3 through
colum 8 for each cost center.

Col um #10 - Reclassifications & Allocations - Enter in this
colum the total of all "Local” reclassifications or
al locations for each cost center which have been explained

on Schedule A-l. (I'ndicate decreases or subtractions in

brackets.)
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SCHEDULE A:  UNIT COST | NFORMATI ON

Colum #11 - Total - Add the information fromcolum 9 to that
from colum 10 for each cost center

Col um #12 - Schedule B (Line # Reference) - Enter in colum 12,
the |line nunber from Schedule B into which the cost of each
i ndi vidual cost center shall be forwarded. NOTE - It is
neither necessary nor desirable to reclassify all simlar
cost centers to a single line prior to forwarding the cost

information on to Schedul e B.
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SCHEDULE A-1:  LOCAL RECLASSI FI CATI ONS AND ALLOCATI ONS

302. Schedule A-l1 shall be to provide for the adjustnents which
may be necessary to properly allocate the expenses which =~
may have been accunulated in |ocal support activity cost
centers to those service activity cost centers which they
benefit. This schedule also provides for the allocation of
service activity costs which may have been accunulated in a
common cost center but which shall be separated to identify
the cost of providing each service independently.

I nstructions:

Line # - This colum shall be available for the cost report
preparer to manually nunber each |ine of information
consecutively for as many lines of information as may
be necessary.

Cost Center/Explanation - (Colum 1) - Enter in this col um,
first, the titles of those cost centers which shall be
affected by the adjustnent and then, imediately bel ow
the titles, provide sufficient explanation of the
purpose of the adjustnment and the basis which was used
for any allocations of cost.

WP Ref - (Colum 2) - This colum shall be available for the
cost report preparer to nmanually cross-reference

(i ndex) workpapers which he shall have devel oped to

explain all adjustments.
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SCHEDULE A-1: LOCAL RECLASSI FI CATI ONS AND ALLOCATI ONS

Schedule A - Line & Colum - (Colums 3 & 4) - These col umms
refer to the line "and colum nunbers of Schedule A
into which the adjustnment shall be forwarded.

| ncrease/ (Decrease) - (Colums 5 & 6) = These colums shal |
contain the anmount of the adjustnent relating to each

cost center.
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SCHEDULE B: TOTAL ALLOWABLE EXPENSES

303. Schedule B shall be to summarize the cost information
presented on Schedule A, to allocate organization-w de
admi nistrative and clinical support costs and to further
adj ust t he provider's expenses to recogni ze
non-rei nbursable itens of cost.

I nstructions:

Col utrm #1 - Total Costs - Enter in this colum the sumary tota

of costs from Schedule A colum 11, for each cost
center as indicated in Schedule A colum 12.
Exanpl e: the total cost of all cost centers from
Schedule A, colum 11 which also have line #20

i ndicated in Schedule A colum 12, are to be added

t oget her and their sum placed on Schedule B, |ine 20,

col um 1.

Col um #2 - Adjustments - Enter in this colum the total of all
adjustments to cost from Schedule C, colum 8 for each
cost center

Col umm #3 - Administrative Allocation - This colunm provides
for the allocation of total allowable organization-
wi de administrative costs as determ ned by adding the
informati on contained on Schedule B, line 1, colum 1
with that on Schedule B, Iine 1, colum 2 and placing

this sumin brackets on line 1, colum 3.
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SCHEDULE B: TOTAL ALLOMBLE EXPENSES

The allocation shall be acconplished by dividing the
total allowable organization-w de adm nistrative costs*‘-
(Schedule B, Line 1, Colum 3) by the total of
Schedule B, colum 1, less the information on lines 1
and 2. This will produce a "factor" which shall be
entered in the space at the top of columm #3 and which
shall then be multiplied against each anmount listed in
Schedule B, colum 1, except for lines 1 and 2, wth
the product of each of those multiplications being
pl aced on the corresponding line in Schedule B, colum
3, so that the total of colum 3 will equal zero (0).
Colum #4 - Cinical Support Allocation - This colum provides
for the allocation of total allowable organization-
wide clinical support costs as deternined by adding
the information contained on Schedule B, line 2,

colum 1 with that on Schedule B, line 2, colum 2,

and placing this sumin brackets on line 2, colum 4.

The allocation shall be acconplished by dividing the
total allowable clinical support costs (Schedule B,
line 2, colum 4) by the total of Schedule B, colum
1, less the information on lines 1 and 2. This shall
produce a "factor" which shall be entered in the space

at
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SCHEDULE B: TOTAL ALLOMBLE EXPENSES

the top of colum #4 and which shall then be
mul tiplied against each amount listed in Schedule B,
colum 1, except for lines 1 and 2, with the product
of each of those nultiplications being placed on the
corresponding line in Schedule B, colum 4, so that

the total of colum 4 wll equal zero (0).

Colum #5 - Allowable AIS-MR H gh Intensity Client Costs - Enter

Col umm #6

in this colum, the anount of any "Special Needs”
costs which shall have been incurred by the provider
and approved for ancillary paynment by the Departnent
for Medicaid Services

- Total Allowabl e Expenses - Add the information from

colums 1 through 4 for each cost center, then

subtract the information from colum 5.
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SCHEDULE C.  ADJUSTMENTS TO COST

304. Schedule C shall be to recognize those items of a
provider's cost which shall not be reinbursable by the
Cabi net and to summarize them by service cost center for
subsequent adj ustment on Schedul e B.
The col um descriptions indicate the nore comnmon activities
whi ch require adjustnent. Types of itens to be entered on
Schedule C include: (1) those needed to adjust cost to
reflect actual expenses incurred: (2) those items which
constitute recovery of  expenses; (3) those itens
specifically addressed in the Principles of Reinbursenent
(see: Part Il of this manual); (4) those itens specifically
addressed by contract(s); and (5) those required to conply
with applicable federal and state |laws and regul ations.

I nstructions:

Columm #1 - Qut-of-State Travel - Enter in this colum those
expenses which shall be considered to be non-
rei mhursable based on Section 201(B)(11) of this
Manual .

Col utm #2 - Bad Debts - Enter in this colum those expenses
whi ch shall be considered to be non-reinbursable based
on Section 208 of this Mnual.
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SCHEDULE C:  ADJUSTMENTS TO COST

Col um

Col um

Col um

Col um

Col um
Col um

#3

#4

#5

#6

#7
#8

- Interest Expense - Enter in this colum those
expenses which shall be ~considered to be non-
rei mbur sabl e based on Section 207 of this Mnual.

- Managenent Vehicles - Enter in this colum those
expenses which shall be considered to be non-
rei mbursable based on Section 201(B)(13) of this

Manual .

- Program Income - Enter in this colum those revenues
whi ch shall be to off-set against expenses based on
Section 201(B)(15) of this Munual.

- Restricted Donations - Enter in this columm those
grants or gifts which have been donor restricted
(See : Section 211 of this Mnual).

- O her Non-All owabl es - Sel f-Expl anatory.

- Total - Add the information fromcolums 1 through 7
for each cost center; and forward this sumto Schedul e

B, colum 2 for each respective cost center
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SCHEDULE E: AI'S/MR COST PER SERVI CE

305. Schedule E shall be to calculate the cost per service for

each of the prescribed fee-for-service cost centers.

I nstructions.

Col urm #1 - Total Allowable Expenses - Enter in this colum the
total allowable expenses from Schedule B, colum 6,
for respective service.

Colum #2 - Total Units of Service - Enter in this colum the
total units of service delivered without regard to

payor for each respective service.

Col um #3 - Cost per Unit of Service - Divide the allowable

expenses shown in colum 1 by the units of service
shown in colum 2 and place the resulting product in

"colum 3 for each service.
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SCHEDULE P: STATEMENT OF COSTS OF SERVI CES
FROM RELATED ORGANI ZATI ONS

306. Schedule P

(A)

Section A shall be conpleted by all providers to show
whet her any of the costs to be reinbursed by the
Cabi net I ncl udes any transaction for servi ces,
facilities, and supplies furnished to the provider by
organi zations related to the provider by conmmon

ownership or control

(B) Section B shall be conmpleted by all providers to show

the total conpensation paid for the period to
corporate offices. Conpensation shall be defined as
the total benefit received (or receivable) for the
services rendered to the organization. 1t shall
include salary paid for managerial, admnistrative

prof essional and other services; anounts paid by the
provider for the personal benefit of officers; and the
cost of the assets and services which officers receive
fromthe provider and deferred conpensation. Li st
each adm nistrator or assistant adm nistrator who has
been enpl oyed during the fiscal period. Li st the
nane, title, percent of customary work week devoted to
busi ness, percent of the fiscal period enployed, and

total conpensation for the period.
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SCHEDULE P:  STATEMENT OF COSTS OF SERVI CES
FROM RELATED ORGANI ZATI ONS

(© Section C - Certification by Oficer or Director of
the provider. This statement shall be read and signed
by an officer or director of the provider. Penal ties
may apply as stated in 42 U S C  Section 1320a-7b
crimnal penalties for acts involving Medicare or

state health care prograns.
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PROVI DER ADDRESS

PERI OD BEGQ NNI NG

PERI CD ENDI NG




ALTERNATI VE | NTERMVEDI ATE SERVI CES/ MENTAL RETARDATI ON PROVI DER NAME
SCHEDULE A ' * oo e

FYE

UNI T COST INFORMATION

RECLASS & SCH g
UNIT FACILITY|TRAVEL & SuUB- OTHER ALLCC. IN #
LN| CODE COST CENTERS PERSONNEL{ COSTS TRANS. |CONTRACTS OPERATI NG | N-KI NP SUBTOTAL | INC/<DEC> TOTAL REF

o

(1) (2) ©(3) (4) (5) (6) (7) (8) (2) (10) (11) (12)




ALTERNATI VE | NTERMEDI ATE SERVI CES/ MENTAL RETARDATI ON

SCHEDULE A- | PROVI DER NAVE
LOCAL RECLASSIFICATION FYE
& ALLOCATI ONS
(1) (2) (3) (4) (5) (6)
SCHEDULE A
LN W/P
# REF | LINE coL INCREASE | <DECREASE>

COST CENTER/EXPLANATION




éla'['EBHATI VE | NTERMVEDI ATE SERVI CES/ IVENTAL RETARDATI ON PROVI DER

FYE
TOTAL ALLOMBLE EXPENSES
Adm nistrative [Cinical Support [Less: Al ovvabl e Tot al
Tot al Adj ust ment s Al'l ocation Al'l ocation AIS/MR Hi %0 Al l owabl e
LN costs (Sch C, col 8) | nt en5| ty st Expenses
# Cost Centers (1) (2) (3) (4) (5) (6)

1|Organi zation-Wde Administration

2| Organi zation-Wde Cinical Supp.

AIS/MR

Case Managenent (I ntake Eval uation)

Case Managenent (Core Cost)

Case Managenent (Monthly)

Residential Care - G oup Home

Residential Care - Fam |y Home

I ndi vidual Care - Staffed Residence

ol o]l | oo | W

I n-Honme Training

10| Homenaker / Hone Heal th Al de

11] Personal Care

12| Day Habilitation

13| Respite - Hourly

14| Respite - Daily

15| Habi | i;ati on -~ Speech Tpe(apy

16| Habi [ itation - Qccupational Therapy

17| Habilitatioq - Physical Therapy a
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RLTERNATI VE | NTERMVEDI ATE SERVICES/MENTAL RETARDATI ON
SCHEDULE C .
PROVI DER FYE
RDJUSTMENTS TO COST
out-Of-State Bad I nt erest |Managenent| Program |Restricted|Q her Non-
IN Travel Debt s Expense Vehi cl es I ncone Donat i ons |Al | owabl es Tot a
# Cost Centers (1) (2) (3) (4) (5) (6) (7) (8)

l|Organization-Wide Administration

Organization~-Wide Clinical Supp.

AIS/MR

Case Mgmt (Intake Evaluation)

4 Case Mgmt (Core Cost)
5] Case Management (Moﬁthly)
6| Residential Care - Group Home
7|Residential care -‘Family Home
8} Individual éare—staffed Residence
9| In~Home Training
10|Homemaker/Home Health Aide

11| Pexrsonal Care

12|Day Habilitation

13|Respite - Hourly

14 Respite -~ Daily

Lis gabilitation-Speech Therapy

16

‘Habilitation—Occupational Therapy

17

Habilitation-Physical Therapy




RLTERNATI VE | NTERVEDI ATE SERVI CES/ MENTAL RETARDATI ON

SCHEDULE C ( Conti nued)

ADJUSTMENTS TO COST PRODER i
Qut-O-State Bad I nt erest |Managenent| Program |Restricted|Q her Non-
LN Travel Debt s Expense Vehicl es Income [Donations |Al'l owabl es Tot al
# Cost Centers (1) (2) (3) (4) (5) (6) (7) (8)
aIs/MrR (Cont)

18 | Habi | i tati on- Behavi our Speci al i $t

19 |[Habilitation - Leisure Trainer

20 |Habi | i tati on- Psychol ogi cal Serv.

21 |Habi l i tation- Expressive Therapy

22 |Habi litation-Therapeutic Recreat.

23| ADH Supported Employment

24| ADH Prevocational Services

25| Medi cal Itens

Non- Rei mbur sabl e Cost Centers

26

27

28

29

30

31

32!

33| Gand Totals H




ALTERNATI VE | NTERMEDI ATE SERVI CES/ MENTAL RETARDATI ON
SCHEDULE E

AIS/MR COST PER SERVI CE
PROVI DER NAME

FYE
Total Total
Allowable Units of Cost Per
LN Expenses Service Service
# Cost Centers (1) (2) (3)

Case Mgmt (Intake Evaluation)

Case Mgmt (Core Cost)

Case Management (Monthly)

Residential Care - Group Home

Residential Care - Family Home

Ind. Care-Staffed Residence

In-Home Training

10

Homemaker/Home Health Aide

11

Personal Care

12

Day Habilitation

13

Respite - Hourly

14

Respite ~ Daily

15

Habilitation - Speech Therapy

16

Habilitation-Occupational Ther.

17

Habilitation - Physical Therapy

18

Habilitation - Behaviour Spec.

19

Habilitation - Leisure Trainer

20

Habilitation-Psychological Ser.

21

Habilitation - Expressive Ther.

22

Habilitation - Therapeutic Rec.

23

|ADH Supported Employment

24

JADH Prevocational Services

25

Medical Items

26

27

28

29

30

31

32

33

G and Total s




ANNUAL COST REPCRT
DEPARTMENT FCR MEDI CAI D SERVI CES
ALTERNATI VE | NTERMVEDI ATE SERVI CES/ MENTAL RETARDATI ON

SCHEDULE P

PROVI DER NAME: -

FOR THE PERI OD BEG NNI NG AND ENDI NG

A, STATEMENT OF COSTS OF SERVI CES FROM RELATED ORGANI ZATI ONS

1L In the anounts to be reinbursed by the Cabinet, as reported on.SﬁheduIe
B, are any costs included which are a result of transactions wit

rel ated organizations?

Yes No

2. Schedul e Li ne No. [tem Anmount

3. Nane and percent of direct or indirect ownership of the related
organi zation.

NAME OF OMNER NAME OF RELATED ORGANI ZATI ON PERCENT

B. STATEMENT OF COMPENSATI ON PAI D TO EXECUTI VE DI RECTORS, ADM NI STRATCRS,
CR ASSI STANT ADM NI STRATORS

PERCENT OF
CUSTOVARY
WORE WEEK PERCENT OF TOTAL
DEVOTED TO PERI CD [COMPENSATI ON
NAME TITLE BUSI NESS EMPMYED FOR THE PERI OD

c. CERTIFI CATION BY OFFI CER OR DI RECTCR OF THE PROVI DER

| NTENTI ONAL M SREPRESENTATI ON OR FALSI FI CATI ON OF ANY | NFORMATI ON_CONTAI NED
IN TH'S COST REPCRT MAY BE PUNI SHABLE BY FINE OR | MPRI SONVENT OR BOTH UNDER

. - wgern T —— FEDERAL LAW

| HEREBY CERTIFYthat | have read the above statement and that | have

exam ned the acconpanyi ng Annual Cost Report prepared _
by . for the period

begi nni ng and endi ng , and that to

the best of ny know edge and' belief, it is a true, correct and conplete
r_eport prepared from the books and records of the provider in accordance
with applicable instructions except as noted.

Si gned O ficer/Director Title Dat e.



